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According to a report released by the economic research division of the National Manufacturing
Industry Chamber (Camara Nacional de la Industria de la Transformacion- CANACINTRA), the
informal economy continues to grow at a rapid pace despite the adoption of regulations to curtail
such activities. The report said the "economia subterranea" has almost doubled in the last five
years, and currently accounts for 10.4% of GDP. About 6 million people are employed in informal
economy activities, or 22.5% of the nation's labor force. Employers in the "underground" economy
avoid taxes, social security contributions, and labor code requirements. Informal operations are
common in transportation and sales. The CANACINTRA report said that while incorporating
informal economy employers and workers into the tax structure would raise federal treasury
revenue, such a move would also reduce production and employment. The study attributes the
growth of the informal sector in the 1986-1990 period to a drastic reduction in purchasing power,
low levels of productive investment, and the corresponding substitution of capital with labor.
Based on data compiled by the National Informatics, Geography and Statistics Institute (INEGI),
the CANACINTRA report includes the following characteristics of informal sector workers and
businesses. * 14.5% of informal sector workers describe themselves as self-employed. * 18.9% are
involved in sales activities, and 12% in repair services. * 68.8% of informal sector businesses are
based on the work of the self-employed owner only, or on the work of the owner and one employee.
* 25% of informal sector businesses carry out their work in the home of clients, and 21.6% on
public streets. Only 21.4% have a permanent place of business. * More than half of informal sector
businesses are located in urban areas. * Less than half of informal sector workers have completed
primary school, 12% have had no formal education, and 4.2% attended university. * Two-thirds of
the informal economy work force are not registered with the government's tax collection service,
and 96.4% are not registered with Social Security. (Sources: El Financiero, Excelsior, Mexico City
News, 10/07/91)
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